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EVERY one agreed that it was a 
“great time”—the Sixth Annual 
Banquet of the students of Pace 
Institute, New York, and affili­
ated schools, given under the 
auspices of The Pace Club, of 
New York. From the time on 
Saturday evening, April 30, that
the students, their friends, and guests filed into 
the grand ballroom of the Hotel Astor until the 
strains of the dance orchestra died away, hours 
later, such mundane matters
as text-lectures, quizzes, and 
class propositions were con­
signed to the limbo of for­
gotten things. Restraint 
was cast aside. Joy and 
good-fellowship reigned su­
preme.
Promptly at seven o’clock 
the banqueters took their 
places at the tables. Song 
leader William G. Eisen­
hauer soon had every one 
participating in the fun by 
leading in the singing of 
popular songs. Then small 
balloons were let loose at 
each table by the diners, 
and the great room was 
straightway filled with 
dancing, colored globes of
every hue. Between the courses of the dinner, 
songs and cheers were given by the different 
schools—these, the multi-colored paper hats 
worn by the diners, the bobbing balloons, and 
the constant hum of happy conversation evi­
denced a spirit of camaraderie, of good-fellow­
ship, and of social enjoyment that was a 
pleasure and a revelation to see.
Enthusiastic delegations were present from 
Pace Institute, Boston, and Pace Institute, 
Washington, as well as from the metropolitan 
schools: Pace Institute, Twenty-third Street 
Y.M.C.A., Brooklyn Y.M.C.A., and Newark 
Y.M.C.A. Delegations were also in attendance 
from Baltimore Pace Institute, Baltimore, Md.; 
Drake Business College, Paterson, N.J.; from
the students at Bridgeport, Conn.; and from the 
students at the DeLaval Separator Company, 
Poughkeepsie, N.Y. By far the largest of the 
out-of-town delegations was the one from Rider 
College, Trenton, N.J., under the leadership of 
Frank B. Moore and John E. Gill. Sixty stu­
dents from this school added in no small 
measure to the evening’s enjoyment, with their 
distinctive songs and cheers.
Immediately upon the conclusion of the din­
ner proper, Toast-master Paul J. McCauley, of 
the Law Faculty of Pace 
Institute, New York, rose, 
and in brief, well-chosen 
words opened the post­
prandial part of the pro­
gram. He rendered to The 
Pace Club deserving con­
gratulation upon the un­
qualified success of the 
dinner, the first one given 
under their auspices, and 
he sounded a note of inspir­
ing optimism concerning 
the future development of 
their organization.. He then 
introduced Charles A. Pace 
who, in behalf of the firm, 
bade all welcome. Mr. Pace 
spoke of what the banquet 
signified, and then paid an 
eloquent tribute to the
memory of Horatio N. Drury who, he said, had 
at all previous banquets sat at his side and acted 
as master of ceremonies. The banquet hall was 
hushed as Mr. Pace, in fitting language, spoke 
of the loss all had sustained — student and 
teacher alike—in the death of Mr. Drury. It was 
a moment that none present will soon forget.
A cablegram from Homer S. Pace, from Porto 
Rico, expressing his regret at being unable to 
be present and his best wishes for the success 
of the event, was read and vigorously applauded. 
Henry Allen Price, the well-known monologist, 
offered several selections that were received 
with much favor, and the Kane Lodge Quartette 
added distinctly to the musical part of the pro­
gram.
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The address of the evening was 
delivered by the Reverend Doctor 
W. Warren Giles, of the First Re­
formed Church of East Orange,
New Jersey. Doctor Giles, after putting his
audience at their ease with many an apt jest and 
anecdote, proceeded to the serious part of his 
discourse—an inspiring address on Personality 
in Business. The three component elements 
of a successful personality, according to Doctor 
Giles, are the power of affection, the power of 
knowledge, and the power of will. Without a 
proper blending of these, he said, no man can 
hope to achieve complete success. Add to these 
qualities tact, which the speaker defined as “the 
unsaid portion of what you think,” and you have 
the well-rounded man. Doctor Giles pointed 
out that many of the conspicuous failures of 
history have lacked these qualities in proper 
proportion, while the notable successes have all 
possessed them. In concluding, he enunciated 
in an inspiring manner his belief in the per­
petuity of the principles embodied in the Con­
stitution of the United States, and his firm 
conviction that only through unswerving alle­
giance to these principles will this country work 
out her destiny.
Dancing brought the Sixth Annual Dinner to 
a fitting close. “The best ever,” said many, as 
they went out, “now for next year.”
Nothing but heartiest congratulation can be 
extended to The Pace Club and its committees 
under whose direction the dinner was held. It 
must have been a pleasure, indeed, for them to 
observe the effective working out of their weeks 
of planning and unremitting effort. On the 
afternoon of the day of the banquet a luncheon 
was given at the Machinery Club by The Pace 
Club, of New York, to the representatives from 
the local clubs of the various schools teaching 
the Pace Courses. This luncheon preceded a 
convention of the representatives, at which the 
organization of a National Federation of Pace 
Clubs was effected. A full report of this meet­
ing appears in another column of this issue. 
The report was made at the banquet by John 
H. Bulin, Jr., president of The Pace Club, of 
New York.
Many prominent people — accountants, edu­
cators, and business men—were guests at the 
banquet. The list follows:
F. J. Lally, Pace Institute, Boston; Glenn 
Willett, LL.M., Assistant United States Attor­
ney for the District of Columbia, member of the 
faculty, Pace Institute, Washington; Henry J. 
Bornhofft, C.P.A., (N.H.), resident manager, 
Pace Institute, Boston; F. G. Allen, superin­
tendent, Bryant & Stratton Commercial School,
Providence, R.I.; Edwin C. Bos­
worth, dean, Pace Institute, Wash­
ington ; Holmes W. Merton, Merton 
Institute, New York; John T. 
Kennedy, LL.B., practicing attorney, Washing­
ton; Oscar M. Miller, welfare executive, 
Standard Oil Company of New Jersey, New 
York; J. S. M. Goodloe, C.P.A., New York; J. F. 
Farrell, C.P.A., secretary, New York State 
Society of Certified Public Accountants, New 
York; James F. Hughes, C.P.A., Boyce, Hughes 
& Farrell, certified public accountants, New 
York; Chas. H. Schnepfe, Jr., C.P.A., (Md.), 
Chas. H. Schnepfe, Jr., & Co., certified public 
accountants, Baltimore; John B. Niven, C.P.A., 
Touche, Niven & Company, certified public ac­
countants and auditors, New York; William H. 
Dennis, C.P.A., New York; John H. Koch, 
C.P.A., New York; Harold Dudley Greeley, 
C.P.A., New York; Richard T. Lingley, C.P.A., 
Lingley, Baird & Dixon, certified public account­
ants, New York; C. W. Dietrich, general secre­
tary, Brooklyn Central Y.M.C.A., Brooklyn; 
H. A. Cozzens, general secretary, Newark Y.M. 
C.A., Newark, N.J.; Homer A. Dunn, C.P.A., 
Haskins & Sells, certified public accountants, 
New York; L. H. Calvert, educational secretary, 
Newark Y.M.C.A., Newark, N.J.; Carroll N. 
Gibney, educational secretary, Brooklyn Central 
Y.M.C.A., Brooklyn; O. H. Keller, Merton In­
stitute, New York; Francis P. Lamphear, edu­
cational secretary, Twenty-third Street Y.M. 
C.A., New York; H. M. DeMott, president of 
Mechanics’ Bank, Brooklyn; F. B. Moore, Rider 
College, Trenton, N.J.; George E. Beck, Keech 
& Beck, New York; L. T. Corbin, managing 
partner, John J. O’Keeffe & Company, New 
York; Mrs. E. K. Pollard, Pace Institute, 
Washington; H. A. Wythes, C.P.A., Whittlesey, 
Wythes & Wilson, certified public accountants, 
New York; J. E. Gill, Rider College, Trenton, 
N.J.
AN open competitive examination for Associate Economist in the Bureau of Markets, Department of Agriculture, is an­
nounced by the United States Civil Service 
Commission. Entrance salaries range from 
$3,000 to $3,840 a year, depending upon the 
qualifications of the appointee. The duties of 
the appointee in the Bureau of Markets will be 
to conduct and direct economic research in the 
cost of marketing farm products, and in other 
problems connected with the marketing of farm 
produce. Those interested should apply for 
Form 2118, to the Civil Service Commission, 
Washington, D. C. All applications must be 
received by June 21, 1921.
Bureau
of
Markets
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IN the death of John 
Robert Sparrow, senior 
partner of Sparrow, 
Harvey & Company, 
which occurred on Sat­
urday, April 9th, the
Accountancy profession loses one 
of its ablest and most respected 
members. Mr. Sparrow died at his 
home, 410 Prospect Street, Ridge­
wood, N. J., after an illness which 
extended over a period of two 
years. He was sixty-two years of 
age.
He was born in the Eastern Dis­
trict of Brooklyn, on September 6, 
1859, and spent most of his life 
there, moving to Ridgewood only 
two years ago. After completing his 
education, Mr. Sparrow became a
John Robert Sparrow, C.P.A.
teacher. He was, for fifteen years, 
a member of the faculty of the Long 
Island Business College, where he 
taught mathematics, theoretical and 
practical accounting, and commer­
cial law. While carrying on his 
teaching duties, Mr. Sparrow 
studied law.
Upon withdrawing from the fac­
ulty of the Long Island Business 
College, Mr. Sparrow entered the 
professional practice of Account­
ancy. He was soon recognized as 
an expert systematizer and adjuster 
of accounts, and his services were 
in great demand by the Federal 
Government and by many leading 
municipalities of the country. Mr. 
Sparrow was for several years ex­
pert consulting accountant for the 
city of New York. Under Con­
troller Bird S. Coler, he acted as 
chairman of a commission of ex­
pert accountants appointed to draft 
a new accounting system made
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necessary by the consolidation of 
the five boroughs into the Greater 
City. Under Controller Edward M. 
Grout, he served as Supervising and 
Consulting Accountant for New 
York City. Later, he devoted his 
time exclusively to the growing Ac­
countancy practice of his firm.
Always deeply interested in edu­
cation, Mr. Sparrow, from the time 
of his first teaching experience until 
his death, was looked upon con­
stantly as one always willing to ad­
vise young men in respect to their 
vocational and educational plans. 
For four years he was a member of 
the New York State Board of Certi­
fied Public Accountant Examiners, 
serving for most of that time as 
Secretary of the Board. His wide 
experience in municipal accounting 
made Mr. Sparrow much sought 
after as a lecturer. He delivered 
many important addresses before 
various educational and professional 
bodies in New York City and else­
where.
Mr. Sparrow was a member of the 
American Institute of Accountants, 
and the New York State Society of 
Certified Public Accountants. He 
was also a Knight Templar, a 
Thirty-Second Degree Scottish Rite 
Mason, and a member of Kismet 
Temple, Mystic Shrine. He is sur­
vived by his widow, Elizabeth Boyd 
Sparrow, and five children: Mrs. 
Dean C. Anderson, and Rhoda K. 
Sparrow, of Brooklyn; Joyce E. and 
John Sherwood Sparrow, of Ridge­
wood, N. J.; and Robert G. Sparrow, 
of Pennsylvania.
The Pace Student takes this op­
portunity to pay its respects to the 
memory of a man whose career as 
both teacher and accountant was an 
inspiration, and whose impress upon 
the profession which he represented 
will be lasting.
THE importance of the services tendered by professional ac­countants to banks and finan­
cial institutions generally is clearly 
brought out in a recent book on 
“Commercial Paper,” by Wm. H. 
Kniffin, Jr., vice-president of the 
Bank of Rockville Centre, New 
York. Mr. Kniffin, who is a for­
mer Pace student, expresses himself 
on this matter in no uncertain terms. 
He says, in part:
“The custom of audited state­
ments has been fast gaining ground 
in the field of commercial paper, 
due to the insistence of the banker 
for information as to the borrower’s 
condition that could be fully relied 
upon.
“The questions arise: Do these 
audited statements guarantee any­
thing to those who rely upon them
99
in extending credit, and do they un­
cover anything which the lender 
ought to know in advancing money 
to the firm audited? We must have 
a clear idea of what auditing means 
before we can discuss what it aims 
to do. We must know something 
of the auditing process, and what 
results it aims to show as the se­
quence of the audit.
“An accountant is one who makes 
the examination of accounts his 
profession; and an audit is the ex­
amination made by an accountant, 
duly attested. This examination has 
a time element as of the date when 
the audit is made, and if it expands 
into an investigation, it is periodic, 
and covers a space of time. But the 
banker is concerned with the actual 
condition at a time, rather than 
with the incidents and processes 
that lead up to the condition at that 
time. The audit aims to show the 
true condition as nearly as the au­
ditor can make his computations. 
It is, most of all, honest and inde­
pendent, for, if not honest, it can 
not be independent, and a false 
audit is impossible, except by a 
rogue.
“When commercial paper is of­
fered the banker over the signature 
of a duly chartered accountant, he 
may safely conclude that the audi­
tor is competent, that the audit is 
honest, and that the results are as 
accurate as can be. The degree of 
competency is a matter of choice 
and experience. The authorization 
of public accountants is becoming 
more and more rigid, their qualifica­
tions more exacting, and the num­
bers relatively small. But it may 
be concluded that all audits are 
honest, for to be otherwise, would 
be suicide to the profession. The 
auditing profession has not reached 
the point where it may guarantee 
its audits.
“The courts of this country have 
not been inclined to hold auditors 
or public accountants to a legal re­
sponsibility for their audits, but 
the English courts have held certi­
fied public accountants to absolute 
honesty and good faith, reasonable 
care, intelligence, professional skill, 
and ability in the making of audits. 
The accountant should be legally 
liable for fraud, if he purposely 
misrepresents or grossly misstates 
conditions, but not for failure to 
report things which he did not dis­
cover. The auditor is not a valuer; 
he is not an insurer; he is not a 
guarantor; but, he is more than a 
bookkeeper. His work represents 
more than a mere mathematical cal­
culation. ‘While he is a watch-dog, 
he is not a bloodhound,’ as one 
English judge puts it.
“In the matter of inventory, the 
auditor does not appraise — he 
checks. He substantiates the results 
as a whole. He may test and prove, 
but, as a rule, he can not make the 
actual inventory, which would be a 
physical impossibility.”
Audits
for
Banking
Purposes
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By
Alfred
F. Upson, 
LL.B., 
LL.M.,
Law
Faculty,
Pace
Institute,
New York
THAT Accountancy 
is now well recog­
nized as a profes­
sion is no longer 
debatable. It is so
regarded by the laity, the pro­
fession itself, and by our courts.
A profession has been defined 
as “a vocation in which a pro­
fessed knowledge of some department of science 
or learning is used by its practical application 
to the affairs of others.” In times gone by, 
theology, medicine, and law were known as “the 
professions.” Now, the applications of science 
and learning are extended to other affairs, and 
these other vocations are classed among the 
professions. A profession simply implies a 
holding out of attainments in special knowledge, 
along with a practical application of such attain­
ments to the affairs of others as a vocation.
The liability of the accountant is founded 
upon three great principles, the breach of his 
professional duty, the breach of his contract 
with his client, and the violation of any statu­
tory enactments concerning his work.
The rule of professional duty is only another 
aspect of the duty to use skill where work 
requiring skill is undertaken. The English 
doctrine or rule may be stated as follows: 
“Every person who enters into a learned pro­
fession undertakes to bring to the exercise of it 
a reasonable degree of care and skill.” (Lam­
phier vs. Phipos, 8 Cor. & P. 475, at 479), not “an 
extraordinary degree of skill, but only a reason­
able and ordinary proportion of it.” He need 
not have such skill and knowledge as is 
possessed only by a few men of rare endow­
ments, but such as is had by the average member 
of the profession in good standing.
He should be conversant with the general 
principles of law applicable to his profession, 
and with the methods of practice of ordinary 
occurrences. He must keep abreast of the times.
The American rule is, for the most part, a 
counterpart of the English notion, and may be 
gleaned from the following language, as used 
by the courts of this country.
“In case of a professional person, actually 
pursuing a profession or vocation, which de­
mands special knowledge, there is a presumption 
raised, amounting to an implied warranty in the 
law, that such person is possessed of reasonably 
competent skill in the exercise of his profession 
or calling.”
Should any of these persons fail to exercise 
the quantum of skill which they thus warrant 
by reason of their profession, and thereby cause 
injury, they will be liable in damages therefor.
“Public accountants are now recognized as 
constituting a skilled profession; and as such, 
are subject, generally, to the same rules of lia­
bility for negligence in the practice of their 
profession as are members of other skilled pro­
fessions.”
The law holds him liable for any 
injury resulting from the wanting 
of requisite knowledge and skill, 
or the omission to exercise reason­
able care, or the failure to use good
and sufficient judgment.
In the case of the City of East Grand Forks 
vs. J. Gordon Steel, et al., 121 Minn. Reports, 
p. 296, we will find a good illustration of the 
law in point, as to the liability of the public 
accountant.
The defendants in this action, representing 
themselves to be expert accountants and able to 
detect any irregularities in the transactions of 
the city offices, contracted with the city of East 
Grand Forks to investigate and audit the books, 
accounts, and financial transactions of the city 
and of its officers for the year 1908, and espe­
cially the book's, accounts, and financial trans­
actions of the city clerk, for the sum of $150.
The city clerk, in addition to his ordinary 
duties as clerk, was also employed to collect 
money due the city for electric lights, water, 
and sewer assessments and license fees, and had 
given a surety bond for the faithful perform­
ance of these additional duties.
The defendants made the investigation and 
audit, and in February, 1909, reported to the city 
that all books had been correctly kept and all 
funds properly accounted for. The city, be­
lieving they had done their work, paid them the 
full contract price therefor.
In December, 1909, the defendants again con­
tracted with the city to make a similar audit 
and investigation, covering both years 1908 and 
1909, for the sum of $500. They made such 
audit and investigation and reported again the 
result that everything was in good order. The 
city thereupon paid them their full contract 
price.
The city clerk had, in fact, embezzled the 
sum of $1,984.26 during the year 1908, and the 
further sum of $5,339 during the year 1909, all 
of such embezzlements occurring prior to the 
investigations made by the accountants. It is 
conceded that the defendants failed to discover 
and to disclose these defalcations by reason of 
their incompetence and negligence. These de­
falcations were disclosed by the State Examiner 
almost immediately after the completion of the 
second audit and investigation made by the 
accountants.
The city sought to recover from the account­
ants (a) the sum of $5,339, embezzled by the 
clerk after the first audit and before the second 
audit; (b) the sum of $1,984.26, embezzled by 
the clerk prior to the first audit; and (c) the 
compensation paid to the defendants for making 
both the first and the second audits.
The court held that the city’s action was one 
for breach of contract; that “in an action for 
breach of contract, the defaulting party is only 
liable for the direct consequences of such 
breach, such as usually occur from the infraction
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of like contracts and within the 
contemplation of the parties when 
the contract was entered into as 
likely to result from its non-per­
formance.”
To recover damages, not naturally and neces­
sarily resulting from a breach of the contract, 
on the ground that such damages were within 
the contemplation of the parties when the con­
tract was made, there must be some special facts 
and circumstances out of which they naturally 
proceed, known to the persons sought to be held 
liable, under such circumstances that it can 
fairly be inferred from the whole transaction 
that such damage was in the contemplation of 
the parties at the time of the making of the 
contract, as a result of its breach; and that the 
parties, sought to be charged, consented to 
become liable for it. The damages claimed on 
account of the losses resulting from the defal­
cation of the clerk were too remote to recover 
without showing the special circumstances 
mentioned above, and from which they ought to 
have known that such losses were likely to result 
from a failure to disclose the true condition of 
affairs.
The city, therefore, was limited in its recov­
ery to the sums actually paid to the accountants 
for their work.
In a case reported in 264 Pennsylvania State 
Reports, at page 406, a person was induced to 
buy 11 shares of the capital stock of an indem­
nity company, at the price of $200 per share, on 
the statement of a report of a firm of certified 
public accountants as to its assets and liabilities. 
This report was shown to the purchaser by some 
one who suggested the purchase of the shares. 
This report had been made for the indemnity 
company itself, and in no way were the certified 
public accountants in any kind of a contractual 
relation with the person purchasing such shares.
The plaintiff in this action sought to hold the 
certified public accountants for loss sustained 
by him in the purchase of these shares, and 
because of the inaccuracy of this report. It was 
held that the purchaser was a stranger to the 
accountants, and that no professional duty 
rested upon them to him, and, as to him, they 
could not be guilty of any negligence. This 
case also lays down the doctrine that the liabil­
ity of a public accountant must arise either by 
statute, contract, or because of some breach of 
duty.
In a New York case, decided in 1905 by the 
Appellate Division of the Second Department, 
an action was brought to recover for services 
rendered to a corporation by the plaintiffs in 
the suit in their capacity as public accountants. 
The defense to this action, interposed by the 
defendants, was in the form of a counter claim 
for a large sum of money embezzled by one of 
the defendants’ employees, which embezzlement, 
the defendants claimed, did not and could not 
have occurred except for a breach of the said
plaintiff’s contract of employment.
The court, in deciding this case, 
called attention to the fact that 
public accountants constitute a 
skilled professional class, and, as
such, are liable for their negligence in the prac­
tice of their profession, stating that “in all those 
employments where peculiar skill is requisite, 
if one offers his services, he is understood as 
holding himself out to the public as possessing 
the degree of skill commonly possessed by 
others in the same employment; and if his pre­
tentions are unfounded, he commits a species 
of fraud upon every man who employs him in 
reliance upon his public profession; but no man, 
whether skilled or unskilled, undertakes that 
the task he assumes shall be performed success­
fully and without fault or error. He does 
undertake for good faith and integrity, but not 
for infallibility; arid he is liable to his employer 
for negligence, bad faith, or dishonesty, but not 
for losses consequent upon mere errors of judg­
ment.”
The court, in its opinion, pointed out that had 
an examination and checking of the office cash 
account, performed with that degree of skill and 
care demanded by the rule which has been noted, 
resulted in preventing the defendant’s loss in 
whole or in part, 'the plaintiff should respond 
in damages, for it must have been within the 
reasonable contemplation of the parties at the 
time of the making of the contract. It further 
held that one of the objects of the employment, 
by the frequent checking up of the cash accounts 
and a verification of the items thereof, was to 
prevent, or, at least, to arrest, just such practices, 
and that the loss the defendant sustained would 
naturally flow from breach of the accountant’s 
contract and professional duty.
From the foregoing, it appears that the public 
accountant must needs inform himself as to 
any statutory law applicable to the practice of 
his profession; must answer in damages for any 
breach of his contract made with his employer; 
and must bring to the exercise of his profession 
a reasonable exercise of skill and a reasonable 
knowledge of the work that he holds himself 
out to perform.
These rules should bring to the mind of the 
public accountant the respect and dignity that 
he must command and exercise in his profes­
sional work, and to keep in his mind the need of 
constant application in the progress of his 
profession, lest he fall by the wayside and 
become a mere automaton or office drudge.
WILLIAM J. HYDE, a student at Pace Institute, Boston, Mass., announces the opening of an office at 22 Kingston Street, 
Boston, Mass., for the professional practice of 
Accountancy. Mr. Hyde was formerly associ­
ated with William H. S. Jarvis & Company, 
Boston, Mass.
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THIS Department 
does not publish 
answers to all of 
the questions re­
ceived, but only to those which 
we deem to be of general in­
terest to our readers. A com­
munication, in order to receive
attention, must contain the name and the address 
of the person asking the question.
A CORPORATION is being formed under the laws of the state of Delaware. The organizers are giving a block of stock, say ten 
thousand dollars, to A for a secret process to 
be used in manufacturing the article for which 
the company is being organized. What account 
should be opened in the books to which to 
charge the cost of the secret process? Does 
this account depreciate over a period of years? 
Is it treated on the books as a fixed asset?
We note that you state that a corporation is 
being organized under the laws of the state of 
Delaware, and that the organizers are giving 
a block of stock to an individual for a secret 
process to be used in the manufacturing of an 
article for which the company is organized. 
Aside from any legal technicalities that there 
may be in the laws of Delaware in connection 
with such a transaction, the entry to be passed 
upon the issue of stock for the secret process 
would be as follows:
FORMULA......................................... $10,000.00
CAPITAL STOCK................. $10,000.00
In connection with the matter of depreciation 
on secret formulas, it is considered to be the 
best policy to write off this amount rapidly, if 
such formula is not in any way protected by the 
Government. The reason for such a treatment 
is, that a possible discovery of the secret process 
by outsiders, or even by individuals in the 
organization not entitled to knowledge of the 
secret process, would considerably reduce the 
value of the process.
Assets of this nature are ordinarily classified 
as Fixed Assets. However, it is becoming the 
better practice to show all such intangible assets 
on the Balance Sheet in a separate classification 
distinct from fixed tangible assets.
I WISH to ask if you will explain to me in considerable detail how “Factory Burden” is actually distributed, in practice, to the 
Work-in-Process, Finished Parts, and Finished 
Goods orders.
This is a matter I seem unable to get clearly 
in mind, particularly where manufacturing and
assembling orders are quite numer­
ous, to the extent of several hun­
dred monthly.
It seems obvious that the burden 
for a monthly period can not be distributed 
until after it has been accumulated at the end 
of the month; and where orders are passing 
daily from Work-in-Process to Finished Parts 
and to Finished Goods, and parts of orders left 
in various stages of completion at the end of 
each monthly period, it seems quite impractical 
to hold all the manufacturing and assembling 
orders until after the end of the month before 
distributing the burden for that month. In an 
average business, it would seem very probable 
that many orders would be finished, sold, and 
shipped during the early part of any given 
month before the burden for the Work-in- 
Process, Finished Parts, and Finished Goods 
would be known, and the cost of the parts 
assembled known.
I know, of course, there must be a “missing 
link” somewhere. That is what I wish to find.
We infer that you have in mind a cost system 
which provides for the compiling of the actual 
cost of the material, labor, and overhead by 
orders or jobs, commonly known as the Job Cost 
System. Under this system, the most accurate 
distribution of overhead is obtained by the 
following arrangement:
(a) Distribute all factory overhead to all 
departments, including productive and non­
productive departments, on an equitable basis.
(b) Then distribute the overhead of the non­
productive departments to the productive de­
partments on some fair basis.
(c) Then distribute the overhead of each pro­
ductive department to each order passing 
through the productive department.
In connection with the distribution of the 
overhead of productive departments to orders, 
there are various methods in use, the most 
common of which are the productive labor-cost 
basis, the productive labor-hour basis, and the 
machine-hour basis. The conditions found in 
each plant will determine which of the above 
bases of distribution is the most equitable.
Overhead rates are determined under the 
methods outlined above by dividing the amount 
of departmental overhead by the amount of 
departmental direct labor, by the number of 
departmental direct-labor hours, or by the num­
ber of departmental machine-hours, as the case 
may be.
Answering specifically your question: as a 
practical proposition in applying overhead, it 
is customary to establish a rate at the beginning 
of a period which should be checked up later
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with the accounting records, in 
order to determine whether or not 
the rate originally set is accurate.
This rate is applied to jobs as they  
are completed. In other words, the “overhead” 
apportioned to each job is an estimated per­
centage, and is applied without waiting for the 
books to be closed. Under this arrangement, 
it will not be necessary to hold up costs on 
orders completed during the month, in order to 
arrive at the cost of shipments during the 
month.
You will see, therefore, that this method may 
give results not entirely accurate, since, if the 
rate used is incorrect, the resulting costs will 
be incorrect. Care must be taken in the first 
place, therefore, to establish an accurate rate. 
This, in most cases, can only be done by a care­
ful analysis of the previous period’s expense 
accounts, taking into consideration any known 
future fluctuations which these expense accounts 
do not reflect.
Once fixed, the overhead rates remain in effect 
until proven substantially inaccurate; that is, 
if the total amount of overhead as applied to 
orders on the fixed-rate basis has greatly under- 
absorbed or overabsorbed the actual overhead, 
as shown by the accounting records, an adjust­
ment should be made. Whether or not this 
adjustment should be reflected in any new rate 
of overhead is a matter of managerial policy, as 
it may not always be feasible to increase the 
selling price and thereby possibly lose orders by 
adding underabsorptions of overhead to future 
costs; in which case, any large underabsorption 
or overabsorption of overhead should be treated 
as profit and loss charges or credits, independent 
of cost figures.
Discrepancies in overhead applications be­
come particularly important at inventory times. 
Overabsorptions of overhead will, of course, be 
reflected in the inventories of Work-in-Process 
and Finished Goods on hand, which would 
result in an inflation of these items on the Bal­
ance Sheet. Correspondingly, any underabsorp­
tion of overhead would result in inventories 
being understated on the Balance Sheet. These 
factors would, of course, have to be taken into 
consideration and adjusted.
I AM enclosing a clipping from the Boston News Bureau giving the yield of Liberty Bonds at current market prices. I am at a loss 
to figure how these bonds will yield the per­
centages listed. For example, I can not see 
how the Victory 3 3/4’s will give a yield of 
anything like 5.55 per cent. If it would not 
cause you too much inconvience, I would like
LIBERTY BONDS
The Yield at Current Prices
Issue: Friday
close
90.00
Net change Yield
Per Ct. 
4.12Liberty 3 1/2’s...........
Adv. Dec.
Liberty 2nd 4’s........... 84.80 .20 5.16
Liberty 1st 4 1/4’s.. . 85.90 5.23
Liberty 2nd 4 1/4’s. 85.00 .02 5.43
Liberty 3rd 4 1/4’s.. 88.50 .05 6.07
Liberty 4th 4 1/4’s.. 85.20 .02 5.56
Victory 3 3/4’s........... 95.46 .06 5.55
Victory 4 3/4’s........... 95.44 .02 6.59
The inquiry you make brings up the proposi­
tion of the Investment Basis of Bonds. The 
investment value of all bonds at a certain date 
is the present worth on that date, at compound 
interest, of all amounts to be received in cash, 
whether such sums be principal or coupon 
interest. In purchasing a bond, the cost should 
be entered in the accounts, regardless of whether 
such cost is above or below the par value of the 
bond.
In all bond investments purchased at prices 
other than par, there are two rates of interest 
involved: first, the cash or coupon rate specified 
in the bond; and second, the rate of interest 
which the bond actually yields to the investor. 
During the time between the date of the pur­
chase and the maturity of the bond, the change 
from the cost to the par value takes place gradu­
ally by the processes of amortization or accumu­
lation at the rate of the true interest on the 
original investment.
In order to make the problem of bond 
valuation clear, an example from Sprague’s 
“Accountancy of Investment” is given, which 
we believe will make clear to you the method 
of calculation necessary to arrive at the cost 
price of a bond, assuming that the investor 
wishes a certain amount of return on his invest­
ment.
Assume that the value is required on January 
1, 1913, of a 7-per cent. bond of $1,000, interest 
payable semi-annually, due at January 1, 1915, 
the current income rate or the effective rate 
being 6 per cent. per annum, or 3 per cent. per 
period:
Coupons
Payable
Dates of 
Maturity
Periods
from
Jan. 1, 1913 
to Dates of 
Maturity
Present 
Worth of 
$1 at
Jan. 1, 1913
Present 
Worth of 
Coupon at 
Jan. 1, 1913
$35.00 July 1, 1913 1 .970874 $ 33.980590
35.00 Jan. 1, 1914 2 .942596 32.990860
35.00 July 1, 1914 3 .915142 32.029970
35.00 Jan. 1, 1915 4 .888487 31.097045
Total present worth at Jan. 1, 1913, of coupons
to be paid.........................................................................$ 130.098465
Par $1,000 Jan. 1, 1915 4 .888487 888.487
Grand Total (purchase price) $1,018.585465
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YOU have often seen a man of 
only fair ability make distinctly 
good in business. You have also 
seen the man of exceptional 
ability just fall short of making 
the success that he should. What 
has caused the difference? 
Often, nothing but a little
specific training.
One man, realizing that his ability was only 
average, decided to do his best to overcome his 
handicap. Possibly, he enrolled for an evening 
course of study, or else he devoted his spare 
time at home to productive reading and research. 
Soon, his work and study bore fruit, and ad­
vancement in business came to him. Realization 
of his shortcomings made it possible for him to 
overcome them.
The other man, confident of his ability, was 
content to let matters take their course. He 
engaged in no overtime study. He took, as a 
matter of course, all promotions that came to 
him. Soon, promotions became more and more 
infrequent. Possibly they stopped altogether. 
Not realizing what he lacked, and confident still 
in his powers, this man allowed himself to be 
outstripped by the man of more mediocre attain­
ments.
This is an old story, you may say. True, but 
like many old stories, it bears constant repeti­
tion.
THE valuable services rendered by account­ants during the past few years in connec­tion with taxation and similar matters are at 
last beginning to receive due recognition every­
where. In this connection, what was said by 
Robert N. Miller, Esq., former Solicitor of 
Internal Revenue, on “The Future of the 
Federal Income Tax,” before the Kentucky 
State Bar Association, will be of interest to the
readers of The Pace Student. Mr. Miller, in 
speaking of the desirability of creating a Cir­
cuit Court of Appeals for Taxes, said:
“It has been suggested that such a court 
should have, to assist and advise it, an expert 
accountant or accountants of the highest ability 
and broadest view-point. I know by experience 
that the assistance of such men is not only help­
ful in deciding legal questions which arise in 
interpreting the tax law, but such assistance is 
absolutely necessary for a successful analysis 
of the problems of the Income Tax Law. No 
decision is wise or safe which does not take into 
account and conform to well-recognized and 
accredited methods of doing business, as de­
veloped under the guidance of the high-grade 
business men, accountants, and economists of 
this country.”
A CERTAIN young man of my acquaintance showed me the other day a defect in our educational service. He did not need to argue 
the matter with me, because, once he had 
pointed out the defect, the justness of his criti­
cism was obvious. What he said was not 
particularly agreeable to hear, because most of 
us like to have the products of our brain and 
hand praised rather than adversely criticized. 
But he did our organization a good turn none 
the less, in showing wherein we could improve 
its service.
“Every complaint is a good customer,” is a 
motto which has been consistently followed by 
a certain large retail organization that has made 
a tremendous success during the past five years. 
The meaning, of course, is plain. It is not that 
complaints are looked for, or exulted over when 
they come in; it is that every complaint shows 
wherein improvement can be made in respect 
to the buying and selling relations between the 
organization and the public in general. In this 
sense, the value of complaints can scarcely be 
overestimated.
It is possible, therefore, to make your com­
plaints provide the basis for future compliments 
and expressions of appreciation as to such mat­
ters as the quality of the goods or wares you 
sell, as to the courtesy that you accord your 
purchasers, and as to the internal relations 
existing between the members of your own 
business family. Turn your complaints into 
assets of the above kind, and you will not need 
to worry about your perpetuity or growth.
WILLIAM W. JOSEPH, a student in 
Semester A, Pace Institute, Boston, has secured 
an accounting position with the Maplewood 
Garage, Gloucester, Mass.
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SEVERAL hundred stu­
dents of Pace Institute,
Washington, and their 
friends attended the
Third Annual Banquet of The Pace Students’ 
Association, at the Wardman Park Inn, Wash­
ington, D.C., Monday, April 18, 1921.
While dinner was being served, the guests 
were entertained by the Montrose Quartette, 
the Hoffman Sisters, and the Hogg-Hanniman 
Orchestra, during which time the guests demon­
strated the usual Pace spirit by the singing of 
songs composed by students, for the best of 
which a prize is given each year. Mr. Keefe 
was awarded the first prize this year.
A unique feature of the after-dinner program 
was the use of the “Cost Movie Machine,” for 
showing on the screen childhood pictures of the 
members of the Washington faculty, which was 
by way of illustrating a characterization of 
each faculty member by Mr. Needham C. Turn- 
age. Dean Bosworth, who appears to have had 
forewarning of Mr. Turnage’s plans, responded 
with an able defense of the teaching force.
The students and the guests were pleased to 
have with them Mr. and Mrs. Charles A. Pace, of 
New York. Mr. Pace gave a brief sketch of 
the early days of Pace Institute in Washington, 
and traced its growth, step by step, up to the 
present time.
The principal speaker of the evening was 
Carter B. Keene, Esq., former director of the 
Postal Savings System. Mr. Keene spoke of the 
opportunities for advancement for both men and 
women in the Government service at Washing­
ton with the aid of instruction in special 
branches which the Government employees 
might have in their spare time. Commenting 
upon this situation, Mr. Keene said:
“After every election, you will see in Wash­
ington a large number of persons expecting to 
be appointed to this, that, or the other office as 
a political favor; and how few of these succeed 
is known to all of you. My own observation, 
which has extended over a considerable number 
of years, has shown me that the men and women 
who make substantial progress in the service 
of the Government are those who, in their spare 
hours, devote themselves to a special branch of 
study calculated better to fit them for this ser­
vice. You hear much of political “pull,” but I 
tell you there is more in individual “push.”
Mr. Glenn Willett, Assistant United States 
Attorney for the District of Columbia, and a 
member of the Washington Law Faculty, pre­
sided as toast-master. Mr. Willett has since left 
the Washington faculty to join the New York 
staff of Pace & Pace.
THE dream of a national organ­ization of the student bodies of the schools using the Pace 
Standardized Courses is at last a
reality. At a convention held Saturday after­
noon, April 30, 1921, in connection with the 
annual banquet of The Pace Club, of New York, 
the National Federation of Pace Clubs was 
organized.
The Boston, Bridgeport, Trenton, Baltimore, 
Washington, and New York Clubs were repre­
sented by duly authorized delegates. Several 
of the other schools expressed by letter their 
hearty approval of the plan, and although it was 
impossible for them to send delegates, their co­
operation was assured.
The convention was preceded by a luncheon 
at the Machinery Club, at 50 Church Street, New 
York. After the luncheon, the convention was 
called to order and proceeded to adopt a con­
stitution and by-laws, and to elect officers.
The following officers were elected:
President: John H. Bulin, Jr., of New York.
First Vice-President: John E. Gill, of Trenton.
Second Vice-President: Charles Gable, of Wash­
ington.
Third Vice-President: Raven E. North, of Balti­
more.
Fourth Vice-President: William C. Hogardt, of 
Boston.
Secretary: Jesse B. Hill, of New York.
Treasurer: Margaret E. Daley, of Bridgeport.
The National Executive Committee was em­
powered to set machinery in motion to make 
the new organization a live one. Judging from 
the enthusiasm expressed during the meeting, 
the task will not be difficult. As the plans are 
perfected, more will be said.
HORATIO N. DRURY, a member of the firm of Pace & Pace, and instructor of Business English in the Chase Bank special 
courses which are given twice a week here at 
the Bank, died on March 7, of pneumonia. Mr. 
Drury had formerly taught English at New 
York Chapter, American Institute of Banking, 
and gave special courses in a number of institu­
tions, banking and otherwise, similar to that 
which he gave here. He began his work here 
when the Chase National Bank commenced giv­
ing instruction under its own roof, in 1918. His 
courses met with pronounced success, and those 
who studied under him often spoke enthusi­
astically both of their work with him and of his 
interesting personality and ready sense of 
humor.—The Chase.
You can spend so much time in telling what you are 
going to do that you have no time left in which to 
accomplish it.
National
Pace
Organ­
ization
Horatio
Nelson
Drury
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From the foregoing tabulation, it 
will be seen that it will be necessary 
to pay $1,018,584+ for a 7-per cent. 
bond on January 1, 1913, in order to 
receive the effective rate of interest of 6 per 
cent.
In view of the fact that there is no date on the 
Liberty Bond quotations which you enclosed, 
it is not possible to prove accurately the rate of 
yield of 5.55 per cent. on the Victory 3 3/4-per 
cent. bonds. This rate is probably correct, as is 
shown by the following table of accumulation, 
which is compiled on the assumption that the 
quotation given on the list was under date of 
September 15, 1920.
Pace Student
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Coupon Periodic
Accumu­
lation
Effective Unaccumu­
lated
 Discount
Coupon Interest Income Value
Dates (3-3/4%) (5.55%) of Bond
1920
Sept. 15 $95.46 $4.54
Dec. 15 $0.93 $0.39 $1.32 95.85 4.15
1921
June 15 1.87 .79 2.66 96.64 3.36
Dec. 15 1.88 .80 2.68 97.44 2.56
1922
June 15 1.87 .83 2.70 98.27 1.73
Dec. 15 1.88 .85 2.73 99.12 .88
1923
May 20 1.61 .76 2.37 99.88 .12
The reverse calculation is as follows:
Coupons Dates of
Periods
from
Sept. 15, 
1920, to 
Dates of
Present
Worth 
of $1 at 
Sept. 15,
Present 
Worth 
of Coupon 
at
Sept. 15,
Payable Maturity Maturity 1920 1920
$0.93 Dec. 15, 1920 1/2 .986314 $ 0.917272
1.87 June 15, 1921 1 1/2 .959683 1.794607
1.88 Dec. 15, 1921 2 1/2 .933771 1.755489
1.87 June 15, 1922 3 1/2 .908558 1.699003
1.88 Dec. 15, 1922 4 1/2 .884027 1.661971
1.61 May 20, 1923 5 13/36 .863655 1.390485
Total present worth at Sept. 15, 1920, of coupons to
be paid .................................................................................$ 9.218827
Par $100 May 20, 1923 5 13/36 .863655 86.3655
Grand Total (purchase price at Sept. 15, 1921, 
to yield 5.55 per cent..............................................$ 95.584327
It will be seen from the above tabulation that 
the rate of 5.55 per cent. is correct within 12 
cents.
We trust that the above explanation will make 
clear to you the subject of Bond Investment. 
If you are especially interested in the subject 
of the mathematics of Bond Investments, we 
suggest that you refer to a volume by Sprague 
& Perrine, entitled “Accountancy of Invest­
ment.”
HOW is the good-will realized by a partner­ship from sale of its business to be divided among the partners, there being no express 
agreement regarding it in the articles of co­
partnership?
Mr. Kester, in his “Accounting 
Theory and Practice,” Vol. 1, page 
400, although admitting that such 
good-will is an asset, yet states that 
such “excess constitutes a profit, and must be
distributed among the partners in profit-and-loss 
ratio.” Further on, he gives the following 
illustration: Thus, if the value is $15,000 and 
the profit-and-loss ratio is two-fifths to A, two- 
fifths to B, and one-fifth to C, the entry would 
be:
GOOD-WILL ..........................$15,000.00
To A, CAPITAL. $6,000.00
B, CAPITAL. 6,000.00
C, CAPITAL. 3,000.00
In Chapter 4, page 27, of Mr. Keister’s “Cor­
poration Accounting and Auditing,” the follow­
ing statements which are believed applicable 
to this case are found:
“It by no means follows that the partners are 
to be entitled to the assets in the proportions 
in which they contribute to the capital. If no 
express declaration upon the subject is made, 
the prima facie inference is, that all the partners 
are entitled to share the assets (minus the capi­
tal) equally, although they may have contributed 
to the capital unequally.”
Based upon this principle, the good-will (an 
asset remaining after the capital has been 
properly distributed) must be apportioned 
among the partners equally, and the entry would 
accordingly be:
GOOD-WILL ........................$15,000.00
To A, CAPITAL............. $5,000.00
B, CAPITAL.............. 5,000.00
C, CAPITAL.............. 5,000.00
Please indicate the correct solution and make
your comment on it.
The same rule applies to profit arising from 
the sale of good-will as to profit arising from 
any other source; that is, the profit is shared 
in accordance with the partnership agreement, 
or, in the event that there is no partnership 
agreement, then the profit is shared equally.
In the case you cite, taken from Kester’s 
“Accounting Theory and Practice,” Volume I, 
page 400, Mr. Kester distributes the profit aris­
ing from the sale of good-will to the partners 
in accordance with a profit-sharing ratio 
mentioned in the partnership agreement. Had 
there been no agreement, the $15,000 would 
have been shared equally.
With respect to the second illustration you 
give, from Keister’s “Corporation Accounting 
and Auditing,” Mr. Keister means that on the 
dissolution of a partnership the partnership
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assets are not to be distributed to 
the partners in the proportions in 
which they contribute to the capi­
tal. A partner receives from a 
partnership, on dissolution, the capital he put 
into the partnership, plus his share of any 
profits, and minus his share of any losses which 
may have been sustained. Another way of 
putting the quotation from Keister which you 
give is as follows: “If we deduct the capital 
from the net assets remaining, we have the 
profit, and if there is no express declaration on 
the subject, all partners are entitled to share 
the profits equally, although they may have 
contributed to the capital unequally.”
The illustration you give from Kester is cor­
rect, in that the profit arising from the good-will 
is distributed in accordance with the profit- 
sharing ratio established by agreement. The 
illustration you give from Keister is also cor­
rect, inasmuch as there was no profit-sharing 
agreement, and all partners share in the profit 
from the sale of good-will in equal proportions.
June, 1921
I SHOULD greatly appreciate some advice as to the correct way of handling a business transaction, as follows:
We charged a case of cotton 
goods, on February 2, 1920, to our 
customer. Upon shipping the goods, 
they were lost in transit. The 
account remained unpaid until now.
After a long delay, the railroad company 
finally rendered a check to us covering the 
amount of goods. This charge is included in 
our sales summary, no credit ever being passed 
through. How can this be adjusted.
You do not make the proposition quite clear. 
We assume that you originally charged the 
customer’s account and credited Sales Account 
on February 2, 1920; that the customer did not 
pay you; that you rendered a claim to the rail­
road company; that no bookkeeping entry was 
made at the time the claim was made; and that, 
finally, the railroad company paid you.
An entry should be passed on your books re­
versing the credit to Sales Account and the 
charge to the customer for the original amount 
of the transaction. An entry should then be 
passed charging the railroad company and 
crediting a Claims Filed or similar account. 
The railroad company’s check, when received, 
should be debited to Cash and credited to the 
railroad company.
I SHOULD like to be a good conversationalist. Can you give me some suggestions?” 
There are no hard-and-fast rules 
that can be laid down — so much 
depends upon one’s personality, 
character, experience, temperamen­
tal interests, study, and reading, as 
well as upon the temper and nature 
of the social group itself.
Notwithstanding the above, there 
are a few hints and suggestions 
which may have some value. Per­
haps some of the best suggestions 
are those laid down in Lord 
Chesterfield’s letters—the basis of 
this article.
Talk often, but never long. Most 
people are unable to distinguish 
between a monologue and remarks 
that stimulate general conversation. 
A good conversationalist always 
enables all others forming the 
company to participate in the con­
versation, which can never be done 
if one talks at great length.
Absorb the tone of the gathering 
rather than attempt to give it your 
own tone. It is usually better to 
talk superficially upon topics which 
seem to be preferred than to force 
your own subject upon the atten­
tion of the rest of the gathering.
Avoid scandal. If you can not 
say something good about those 
who are not present, say nothing at
all. It is a truism to observe, that 
“loyalty to one’s friends” means 
defending them when they are not 
present. Never make fun of the 
foibles and the idiosyncrasies of 
the absent.
Do not talk about yourself. This 
is a difficult dictum to carry out, 
because most persons are proud of 
the things they have done or hope 
to do; and so strong is the instinct, 
of vanity within most of us that we 
are likely to prevaricate and exag­
gerate to the secret amusement of 
the others present.
Show a real interest, or simulate 
an interest, in what others say; 
make an occasional comment or ask 
a question that will show your in­
terest. Nothing is so subtly com­
plimentary to the average person as 
to feel that he has an appreciative 
listener. This is one of the surest 
rules for attaining popularity, be­
cause we naturally think well of 
those who apparently think well of 
us.
Be agreeable. Smile often. Do 
not, though, indulge in boisterous 
laughter, which is a sign of boorish­
ness. And when you speak, speak 
distinctly and carefully. If you say 
what you have to say haltingly and 
uncertainly, you will create a con­
strained atmosphere, and the host
or hostess will be concerned with 
putting you at your ease.
Avoid the discussion of domestic 
affairs—either your own or those of 
your friends or acquaintances. 
They really have no interest except 
to those immediately concerned.
So far as subjects of conversation 
are concerned, no specific rules can 
be formulated. One should inform 
himself beforehand, if possible, as 
to the nature of the company and 
the occasion, and should equip him­
self with conversational subjects 
which, according to his best judg­
ment, will be of general interest. 
Books, plays, music, art, archi­
tecture, the customs of foreign 
countries, phases of history, mat­
ters of government and economics 
on which there is general agree­
ment, incidents that have human 
interest, interesting spots and 
places—these are a few suggestions.
Whatever you talk about, be sure 
you do not give the impression of 
being an egotist, or of desiring to 
take the center of the stage. It is 
even well to refrain from trying to 
clear up a doubtful point, unless 
you are sure that you will not draw 
undue attention to the broad extent 
of your own knowledge. Again, re­
member that often by being an 
appreciative listener you will gain 
the reputation of being a most in­
teresting conversationalist.
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POSSIBLY you 
have had an 
opportunity to be 
in one of the large 
buildings of the 
down - town dis­
trict, and you 
have looked out 
upon the harbor 
with a sense of 
captivated inter­
est. One can spend hours before 
this ever changing scene. The great 
ocean liner that moves majestically 
to or from its pier, surrounded 
with the busy little attending tug 
boats; the ferries, crowded with 
their precious human freight; the 
excursion boat, from which the 
strains of music and merriment be­
speak the nature of its mission—all 
of these hold the attention and di­
vert the mind.
But you may be a student of com­
merce, or one who has chosen the 
field of Accountancy for a life’s 
work; and this picture, instead of 
being a source of fleeting satisfac­
tion, becomes one of vital interest. 
Like the sculptor who sees in the 
rough block of granite the sensuous 
lines of some human figure, you see 
past the moving vessels to the con­
tracts under which they operate, 
and to the recording of their move­
ments in terms of money.
It is not the intention of this 
thesis to attempt to trespass upon 
the field of the Interstate Com­
merce Commission, or to invade the 
domain of those who have provided 
systems of accounts for transporta­
tion and towing companies. Its pur­
pose is rather to treat of such a 
system as would fit the needs of 
those companies that operate small 
ocean freighters, plying perhaps be­
tween Mediterranean ports and the 
United States. Provision in our ac­
counting system in general must be 
made for the segregation of balance 
sheet, income and expense accounts. 
The balance sheet accounts will be 
divided on our assets side into fixed 
capital, floating capital, and tempo­
rary debits: and our liability ac­
counts into funded debt, reserves, 
capital stock, and surplus. It is, 
however, to the income and expense 
accounts that we shall give the 
greater part of our attention.
Before proceeding with the dis­
cussion of our individual records, 
we might well recall the contract 
under which business in many such 
companies is carried on. We call 
to mind that in our study of com­
mercial law we had occasion to 
identify the charta partita, or con­
tract of affreightment, by which the 
owner of the vessel lets the whole 
or a part of her to a merchant or 
other person for the conveyance of 
goods on a particular voyage, in 
consideration of the payment of 
freight.
Such a contract may contain a 
clause which requires the lessee to 
pay all operating charges, and 
leaves to the owner the payment of
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maintenance or upkeep expenses; in 
other cases, it may require the pay­
ment of both operating and main­
tenance charges in addition to rent. 
It therefore becomes a paramount 
requirement that we separate the 
expenses (1) as to maintenance, and 
(2) as to operations.
In addition to this, our system of 
accounts should provide informa­
tion which is of vital interest to the 
operating company to know, that is, 
the net profit or loss on each com­
pleted voyage.
A completed voyage, in the sense 
here used, is that of a round trip. 
For example, our vessel may sail 
laden with machinery and agricul­
tural equipment for some Mediter­
ranean port, and return to us with 
a cargo composed of gum arabic, 
sheels, sisal, or other oriental 
product.
With the above features in mind, 
we may now proceed with the study 
of individual records. Because of 
the multiplicity of detail and the 
necessity of securing detailed allo­
cation of payments to accounts, the 
voucher record has been found 
most suited to record our payments. 
It is not my desire to set forth the 
design of such a record as would 
serve the purposes of every company 
so engaged, for the principle under­
lying the record will be more or less 
the same.
The Voucher Record would con­
tain columnar provision for the fol­
lowing detail: (1) date; (2) vouch­
er number; (3) amount; (4) date 
paid; (5) check number; (6) amount 
of check; (7) steamer expense, sub­
divided into boat, voyage number, 
and amount; (8) office expense; (9) 
general expense; (10) General 
Ledger items.
The operation of this record is 
indicated by our columnarization, 
entry being made for each voucher 
after it is passed for payment. A 
number is given to it, and the 
voucher is filed in the order of pay­
ment date. When paid, it will be 
filed numerically.
For reference purposes, a subsid­
iary card index will be kept with 
creditor firms, upon which are list­
ed the individual voucher numbers 
pertaining to supplies and equip­
ments bought from them. No other 
detail of this particular record 
needs further exposition, except the 
column provided for “Steamer Ex­
penses.”
Reference has been made above 
to the necessity of obtaining com­
plete statistics as to the cost of a 
completed voyage. Such informa­
tion will serve at once the two-fold 
object of enabling us to know our 
profits from each contract of af­
freightment, and of giving us an 
index for the making of future
rates. It has therefore become 
necessary to devise what is called 
the Voyage Record, the construc­
tion and operation of which I shall 
try to explain.
The Voyage Record sheet will be 
divided in general into provision 
for: (1) summary information; and 
(2) detail analysis columns for the 
various steamer expenses. Each 
voyage made by a vessel will have a 
separate sheet.
To begin with, it is advisable 
that we should have a log record of 
the vessel, that by knowing the 
term of the voyage, we may be able 
to get per diem rates. This log rec­
ord will have columns as follows:
(1) port; (2) arrived; (3) sailed; 
(4) total days; (5) rate per day. In 
this manner, we follow our vessel 
through the course of the voyage 
and can obtain that which is neces­
sary to many contracts of affreight­
ment—the total days for which hire 
of the vessel must be charged to 
the lessor.
The information obtained may 
thus be summarized: (1) total days;
(2) rate per day; (3) total hire; (4) 
deductions; (5) net hire.
As the log record will not con­
sume a large amount of space, we 
may use the lower section for our 
expense summary.
Before, however, we proceed to 
the discussion of expense analysis, 
we will dispose of the possibility 
of having a contract of affreight­
ment based on units of weight—for 
example, tons. We may use the 
outer half of our record section to 
collate our detail of this. Our col­
umns would provide: (1) port; (2) 
description; (3) earnings, divided 
into freight, etc.; (4) units of
weight, namely, tons, barrels, etc.
It is probable, in many cases, 
that we shall operate under a con­
tract of this nature where our earn­
ings are based on tonnage; and in 
addition thereto, we may, in iso­
lated cases, have earnings of a dif­
ferent nature, or carry passengers to 
and from ports at which we touch. 
Having thus provided for the analy­
sis of our voyage earnings, we may 
summarize the section as follows: 
(1) total; (2) deduct expenses; (3) 
profit on voyage.
Our next step is to set up classi­
fications which will enable us to 
segregate operating and mainte­
nance expenses. In order to ap­
proach this problem with any de­
gree of understanding, we will first 
classify into general captions and 
then sub-classify. We find that we 
may divide our expenses into six 
main headings: (1) operating ex­
penses; (2) cargo expenses; (3) in­
ward loading; (4) outward unload­
ing; (5) inward unloading; (6) out­
ward loading. This classification is 
suggested by the statistics that will 
be necessary in our statement to 
the owners. The Interstate Com­
merce Commission, in the uniform 
system suggested for water car­
riers, follows practically this same
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scheme, and sets up the division of 
accounts as follows: (1) mainte­
nance of (a) equipment, (b) ter­
minals; (2) traffic expenses; (3) 
transportation expenses; (4) gen­
eral expenses; (5) charter expenses.
Let us proceed with the develop­
ment of our record and analyze the 
generic groups we have set up. Our 
Operating Expenses columns should 
provide for the following: (1) 
wages, crew; (2) provisions; (3) 
deck supplies; (4) engine-room
supplies; (5) steward’s equipment; 
(6) water; (7) repairs to hull; (8) 
repairs to machinery; (9) equip­
ment to fireroom; (10) other re­
pairs; (11) expenses of obtaining 
crew; (12) wireless; (13) coal, fuel, 
oil; (14) other operating expenses.
Each column, at the termination 
of the voyage, would be totaled, and 
the total operating expenses carried 
to our summary provided for that 
purpose. Our next group of ex­
penses we termed “Cargo Ex­
penses.” These would be sub­
divided into: (a) full loading; (b) 
dunnage; (c) wharfage; (d) wire­
less; (e) commissions; (f) despatch 
money; (g) insurance; (h) watch­
men; (i) other cargo expenses. In 
addition thereto, we can provide in 
this block for unit statistics: (a) 
tons; (b) price per ton; (c) loading 
per ton. The remaining groups, 
namely, inward and outward load­
ing and unloading, while we sepa­
rate them into four distinct major 
divisions, would follow very similar 
lines as to the detail of expendi­
tures analysis. Captions would be 
provided for: (1) wages, regular; 
(2) wages, overtime; (3) extra 
help; (4) pilotage; (5) dock clerks; 
(6) tow boats; (7) shifting to light­
ers ; (8) watching docks; (9) watch­
ing holds; . (10) securing deck 
cargo; (11) port charges; (12) mis­
cellaneous.
This major segregation is neces­
sary, so that we may know the total 
cost of unloading and loading, for, 
as is evident, loading outward 
would be chargeable to one voyage 
and unloading to another. The 
Voyage Record, therefore, will fur­
nish us at once with the detail earn­
ing of each completed voyage, as 
well as the expenses that apply 
thereto. It will enable us to estab­
lish comparative costs, and to com­
pile statistics as to expenses of 
operating various vessels.
There is one other detail incident 
to steamship records which it might 
be weir to mention; this is called 
the Captain’s Portage Bill. It is 
customary to advance to him a sum 
estimated to cover incidental ex­
penses that will arise during the 
voyage, and to allow him to draw 
a draft for whatever supplementary 
funds he may need.
The vessel that we saw leaving 
the harbor seemed a veritable giant 
in comparison to her escort of tow 
boats, but out upon the mighty deep 
she loses this perspective. At times,
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the buffetings of storms batter her 
to such an extent that she is forced 
to put into port to make repairs. 
Again, the provisions abroad may 
run low, or, where she is not 
equipped with apparatus for the 
purification of salt water, a new 
supply of fresh water will become a 
necessity. The captain will thus be 
obliged to incur expenses for pro­
visions, repairs, etc. He will, how­
ever, forward the statement cover­
ing these expenses which, by reason 
of their being incurred while at 
some port, are called “portage 
bills.” The portage bill will, no 
doubt, be in terms of some foreign 
currency. Conversion will be made 
into American money, and the items 
posted to the proper accounts.
If, at this point, we summarize 
the records described, the general 
scheme of our accounting system 
becomes quite apparent. Our initial 
book was the Voucher Record 
through which we handled our pay­
ments. In this book, we found 
the controlling account provision 
“Steamer Expenses” properly sub­
divided to enable us to allocate the 
detail expenses to the particular 
boat and voyage in the second book, 
the Voyage Record.
The Voyage Record which I have 
described in detail classifies our ex­
penses and our earnings, and col­
lates the statistics to the particular 
voyage that gave rise thereto.
Our third book, the Journal, will 
provide a control column for 
“Steamer Expense” for items that 
pass through this record and find 
classification in the voyage record. 
As to the General Ledger, it seems 
unnecessary to make further refer­
ence other than that already made 
as to the division of asset and lia­
bility accounts. Neither is it the 
purpose of this thesis to treat of 
depreciation that will enter in the 
discussion of costs as applied to 
such vessels. There are treatises 
which handle this element of cost 
very intensively, and which can be 
read to greater advantage.
I believe, however, that, operated 
properly, the system outlined above 
will produce the desired result, 
which is to enable the operating 
company to obtain costs and income 
as applied to each voyage.
And now, the picture that we 
saw at the outset can be completed. 
There can be none more beautiful 
than a properly constituted state­
ment of income and expenses that 
will transmute the cold numerals 
into a vitally interesting reflection 
of the vessel and its operations. It 
can be made a picture that will en­
able us to visualize the vessel with 
its captain and crew. We can see 
her as she anchors to load her 
cargo. We can see her when, as it
were, she rests at her pier after her 
battle with the deep. We can see 
her when she again steams out of 
the harbor and, with our bon voyage 
still ringing in her ears, puts to sea.
THE following letter was re­cently received by Pace & Pace from the Federal Trade 
Commission, Washington:
“Will you please give the Com­
mission the benefit of your views 
and observations with regard to the 
order of arrangements of asset and 
liability items in Balance Sheet 
Statements?
“1. Do you prefer the form of 
Balance Sheet approved by the 
Federal Reserve Board as presented 
in its Bulletin of April, 1917, which 
displays the assets in the order of 
easy liquidation, and liabilities be­
ginning with current liabilities?
“2. In your experience, what 
form do you find in use by the large 
companies having good accounting 
systems with which you have had 
dealings?”
The reply of Charles T. Bryan, 
C.P.A., member of the firm of Pace 
& Pace, was as follows:
“While we set no absolute rule in 
the Balance Sheets prepared by our 
Accountancy Practice staff, in gen­
eral, we prefer a form of Balance 
Sheet which displays the assets in 
the order in which it is to be ex­
pected they will be converted into 
cash in the ordinary course of busi­
ness, and which displays the lia­
bilities in the order in which it is 
expected they will be liquidated in 
the ordinary course of business. 
This general preference extends to 
the Balance Sheet of a going con­
cern, and does not, of course, 
extend to the Statement of Finan­
cial Condition of a concern for 
purposes of determining net worth 
in the event of insolvency, and the 
like. It is not possible, of course, 
in all circumstances to adhere 
strictly to this general rule, but in 
so far as the general rule is adapt­
able to a particular set of circum­
stances, we prepare Balance Sheets 
in conformity therewith.
“Respecting certain specific items 
appearing on the form of Balance 
Sheet recommended in the Federal 
Reserve Bulletin of April, 1917, in 
general, we prefer not to include 
Notes Receivable, Discounted or 
Sold, and Customers’ Accounts Dis­
counted, etc., with the assets and 
with the liabilities, as the organ­
ization for whom the Balance Sheet 
is being prepared, in our judgment, 
has no equity in such assets, nor is 
there an actual liability. We some­
times show the items with the
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On July 1, 1921, the teaching relationship that has existed for many years between the Twenty- 
third Street and the Brooklyn Central Young Men’s Christian Associations and Pace & Pace will 
terminate.
No part of the Pace Standarized Course in Accountancy and Business Administration will be 
taught or used in the Twenty-third Street or Brooklyn Central Young Men’s Christian Associations 
after July 1, next.
The members of the firm of Pace & Pace and the faculty, who now retire from teaching in the 
Twenty-third Street and Brooklyn Central Young Men’s Christian Associations, regret that it has been 
found mutually desirable to bring the long association to a close.
Pace & Pace
30 CHURCH STREET NEW YORK CITY
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assets, deducting the contra con­
tingent liability in an indent column, 
carrying no amount to the actual 
money column. In other cases, the 
item is covered by a foot note on 
the Balance Sheet.
“With respect to inventories, 
conforming to our general prefer­
ence mentioned, we customarily list 
the items in the following order:
“Finished Goods on Hand. 
“Goods in Process.
“Raw Material on Hand. 
“Uncompleted Contracts.
“Our reasoning in this connection 
is, that in the ordinary course of 
business, Finished Goods will be 
liquidated first; Goods in Process 
will be turned into Finished Goods, 
which in turn will be liquidated; 
and Raw Material will be turned 
into Work in Process, which in turn 
will be turned into Finished Goods.
“With respect to Uncompleted 
Contracts, we establish no arbitrary 
procedure of deducting the amounts 
paid on account thereof from the 
cumulated costs, as, under certain 
circumstances, this procedure might 
be incorrect. The equity in the 
contract, however, in our opinion, 
is properly to be included under 
the heading of Inventories.
“We ordinarily do not consider 
notes and accounts of officers, 
stockholders, or employees, as se­
curities. We often list them im­
mediately following the total of 
ordinary quick assets. We believe 
the term ‘Securities’ to be a mis­
nomer for these items.
“In respect to Notes and Ac­
counts Payable to stockholders, 
officers, and employees, as in the 
case of accounts from them, we 
often show them under a separate 
heading on the Balance Sheet im­
mediately following ordinary cur­
rent liabilities.
“It is not our practice to deduct 
the book value of Good-will from
the total Outstanding Capital Stock 
and Surplus, nor is it, in general, 
our practice to deduct Deficit from 
the total Outstanding Capital 
Stock. These items are ordinarily 
shown by us on the left-hand side 
of the Balance Sheet. If a surplus 
exists, it is our common practice to 
show it as a separate item, and not 
to add it to the total Outstanding 
Capital Stock on the right-hand side 
of the Balance Sheet.
“The question has arisen several 
times in our Accountancy Practice 
as to whether overdue accounts and 
notes should be included with cur­
rent assets, especially, in a Balance 
Sheet prepared for the purposes of 
bank credit. At least one bank to 
our knowledge has adopted the pro­
cedure of requiring such items to 
be included with the same items 
which are designated in the Federal 
Reserve Bulletin as Securities, on 
the theory that the respondent com­
pany is financing its customers 
beyond the extent usual in the 
trade. We have not, however, 
adopted this practice in our work, 
since we consider, as stated above, 
that current assets are those assets 
which it is expected will be turned 
into cash in the usual course of 
business. If an analysis of the ac­
counts show that a particular ac­
count does not fall within this 
particular classification — for in­
stance, if settlement for any reason 
will be long deferred, as in the case 
of a concern which may have made 
an assignment to a trustee for the 
purpose of putting it on its feet 
again—this item would hardly be 
considered by us as a current asset, 
and would be shown after the total 
current assets had been ascertained.
“Answering your second question 
as to what form we find in use 
by large companies having good 
accounting systems, we find, in 
general, that mercantile and manu­
facturing organizations appear to 
adopt the general policy of listing 
current assets and current liabilities 
first in their financial statements.
“We shall be glad to furnish you 
additional specific information in 
this connection if it is within our 
power.”
THE National Association of Corporation Training held a meeting and dinner at Allaires, 
on Wednesday, May 18. A very 
interesting program was arranged 
by Dr. L. F. Fuld, of Henry L. 
Doherty Company, who presided as 
chairman of the meeting. Speakers 
were selected from the various 
Continuation Schools in and around 
New York City. The work of this 
important branch of the State Edu­
cational System was discussed at 
length, and the conclusion was 
reached that more Continuation 
Schools are needed.
Officers of the New York Chapter 
for the ensuing year were elected 
as follows: chairman, Mr. F. B. 
Pitzer, Equitable Life Assurance 
Society; vice-chairman, Mr. H. N. 
Casler, New York Telephone Com­
pany; secretary-treasurer, Mr. J. F. 
Kelley, New York Edison Company.
JAMES F. FARRELL, C.P.A., 
and JAMES F. HUGHES, C.P.A., 
secretary and treasurer, respective­
ly, of the New York State Society 
of Certified Public Accountants, an­
nounce the removal of their offices 
to 110 William Street, New York 
City.
IN the general balance sheet of the F. W. Woolworth Company, as of December 31, 1920, good­
will is the largest item in the list 
of assets, being valued at $50,000,- 
000. The total value of all assets 
is $99,293,971.65.
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George M.
Lattimer,
A.B.
ANSWERS to let­
ters of inquiry 
that come into 
any business or­
ganization may 
be divided into 
two classes: 
those that give 
the information 
asked for or grant
the request, and those that refuse. 
The writing of letters that give in­
formation will be discussed in a 
succeeding issue of The Pace 
Student. This article will deal ex­
clusively with letters that, for one 
reason or another, must refuse the 
request made or the information 
asked for. The writing of these 
letters calls, in nearly all instances, 
for the exercise of letter-writing 
ability of the highest type.
Students of business correspon­
dence must always keep in mind a 
fundamental principle, that every 
letter, no matter what its type, that 
goes out from an organization 
should be a builder of good-will for 
that organization. In no instance is 
it harder to build good-will than 
when you are compelled to refuse 
a request for information, or to 
turn down a request for specific ac­
tion. This calls, oftentimes, for 
something almost akin to genius on 
the part of the writer of the letter. 
There are, however, certain funda­
mental principles involved which 
students of business correspondence 
can learn and can apply with profit 
to the letters that they write.
First, if the request, for organi­
zation reasons, must be refused, do 
so, and do it firmly, but do it in such 
a way that the recipient of your let­
ter will not feel that you have be­
littled his organization or the re­
quest which he has made. Some­
time in the future, possibly, you 
may wish some favor or some busi­
ness from his organization. It will 
not be easy then to impress him fa­
vorably with your own organization, 
if sometime in the past you wrote a 
curt letter of refusal to him. The 
first letter below refuses the request 
for a consideration of the proposi­
tion in such a manner that the re­
cipient will have anything but kindly 
feelings toward the writer and the 
organization he represents. It is a 
good example of how not to do it. 
Gentlemen:
We have your favor of the 20th 
instant, in which you ask that we 
consider a regular schedule of 
advertising in your publication. 
This house has never considered 
it profitable to place any of its 
advertising in the smaller agricul-
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tural publications. Their circula­
tion, as you can readily see, is too 
small to make it profitable.
Yours very truly,
GENERAL POWDER
COMPANY.
The next letter, while just as defi­
nite in its refusal, would not create 
any feeling of resentment in the 
mind of the recipient. It is a build­
er of good-will.
Gentlemen:
This will reply to your letter 
of April 20, in which you ask that 
we consider advertising in the 
next four issues of “The Daily 
Farmer.”
As you undoubtedly know, most 
advertising schedules are made 
up several months in advance. 
When our last schedule was laid 
out, your publication was not con­
sidered, as its particular merits 
and characteristics had not at that 
time been brought to our atten­
tion. You will understand, I am 
sure, why we can not now con­
sider the four months’ schedule 
you speak of.
Our account is handled by the 
Goggin Advertising Agency, 32 
School Street, Boston, Mass. I 
suggest that you lay your propo­
sition before them in some detail 
so that, if they think favorably of 
it, they can take it up with us 
when our next schedule comes up 
for consideration. Mr. Belford is 
the man to see.
Very truly yours,
GENERAL POWDER
COMPANY,
By Frank H. Mondell,
Advertising Manager. 
Again, a request for information
can be handled in such a manner 
that, while the particular request 
must be refused, the attention of 
the writer of the letter may be so 
directed to some particular feature 
of your company’s service that, 
eventually, he may become a regu­
lar customer. This is a matter that 
careless correspondents are often­
times likely to overlook. Consider 
the letter that follows:
Dear Sir:
You ask, in your letter of 
March 15, for our price on type­
writer stands—those listed in our 
catalog as Number 10. Unfor­
tunately, we have never been in a 
position to supply these Number
10 stands except where they are 
to be attached to our own ma­
chines, as the back part of the 
stand is made in such a way that 
it will fit properly only on our 
own model. Your letter indicates 
that you wish these stands to at­
tach to the...........machine, which
you are now using.
It occurs to us that you might 
consider changing your present 
equipment of typewriters, so that 
you could use our Number 5 
model machine with the Number 
10 stand you desire. We can 
make you a liberal allowance on
your ........... machines, and when
you consider what special stands 
alone would cost you, if pur­
chased elsewhere, you will feel,
I am sure, that it is worth your 
while to consider carefully install­
ing our complete equipment.
One of our new descriptive 
booklets is enclosed. Look par­
ticularly on page 15 for illustra­
tions of our Number 5 Model. Mr. 
Browning, of our staff, will be 
glad to call on you personally to 
discuss this matter in detail. Our 
telephone number is Broad 8256.
Very truly yours,
BANE TYPEWRITER 
COMPANY,
By L. K. Todd.
This letter, while a little long, il­
lustrates our principle excellently— 
that frequently the attention of an 
inquirer may be directed to some 
other feature of the company’s ser­
vice. Later, the inquirer may even 
develop into a customer. The lat­
ter part of this letter is of the sales 
type, pure and simple; no further 
reference is made to the inquiry for 
typewriter stands.
The evident sincerity of the 
writer in each of the last two illus­
trations is a strong factor in making 
the letter effective. Sincerity is as 
important in handling letters of this 
type as in writing sales-promotion 
literature. In many respects, pro­
vided your form of expression be 
correct, it is one of the greatest 
qualities that, as a letter writer, you 
can possess.
The next time you have occasion 
to refuse a request, by means of a 
letter, do so courteously; do not 
make the recipient of your letter 
feel that his request has been con­
sidered lightly. By making your 
letter sincere, and by being on the 
lookout for additional service that 
you can render, you can increase 
good-will for your own organiza­
tion, and can eventually, in many 
instances, develop new business.
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Special Day Classes
in Accountancy and Busi­
ness Administration will be
organized at Pace Institute, New York,
Washington, and Boston, early in July. These classes 
will cover Semester A of the Professional Accountancy 
Course in nine weeks—half the time required in evening 
classes.
The subjects of study are theory of accounts, practical 
accounting, principles of the law and the law of contracts, applied 
economics, and principles of organization, management, and finance. 
Special Seminar instruction in double-entry bookkeeping is also 
provided for students without previous knowledge of bookkeeping.
Class sessions are held in the morning. The afternoons are 
devoted to study, to special lectures, and to trips of inspection to 
representative business organizations.
These summer classes should be of particular interest to men 
and women already in Business who can devote their entire time to 
study; to recent high-school graduates and to college-trained men 
and women who wish to insure a successful entrance into Business; 
and to teachers of commercial subjects who wish to broaden their 
view of Modem Business as a Science.
In addition to the day classes, evening classes will, as usual, 
be organized at regular intervals throughout the summer. Descrip­
tive catalogs and booklets will be gladly mailed upon request.
Pace Pace
WASHINGTON NEW YORK BOSTON
715 G Street, N. W. 30 Church Street Tremont Temple
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